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£,,-■, — 7 — Tp; — :\ , . , — — ~ . WmsTON & Strain 

Ft mlegecf ami ConnknUal ^ , ^ , ^ ■— 

Report of the Special Coumel 

4. Eliminate the "discretlonaiy" repurchase program immediately and, if necessary, 
replace it with a limited program, approved by the Board, that is designed to 
accommodate the needs of estates, retirees and shareholders demonstrating an 
immediate financial need Any such program should set clear written standards for 
the limited repurchase of shares. These standards should be disclosed to all 
shareholders. 

Commentary, As originally envisioned, the discretionary repurchase program was 
designed to provide liquidity and accommodate the needs of estates, retirees and 
shareholders demonstrating an immediate financial need. This salutary purpose 
became secondary in 2000 and 2001. The discretionary repurchase program should 
return to its original limited purpose with clear written standards, 

5. Institute and maintain a training and education progmm, within 60 days, for all 
directors and officers in regard to: (a) their legal and ethical responsibilities as 
directors; (b) the financial condition, the principal operating risks and the 
performance factors materially important to the business of ULLICO; and (c) the 
operation, significance and effects of compensation and incentive programs and 
related party transactions. 

Commentary, The need of all corporate directors and officers to fiilly understand their 
statutory and management responsibilities has never been greater. Regular training 
and continuing education of officers and directors will best address this need and 
ensure their understanding of current best practices and legal and industry 
developments. New Board members should have an opportunity to confer with senior 
management and generally be briefed on the strategies, goals and risks of the 
Company as well as its major business concerns. Jon F. Elliott, Directors' and 
Officers^ Liahib'ty § 1-3. F 3 (2002) 



6. 



Require that, efTective immediately, the Corporate Governance Committee, the Audit 
Committee or ULLICO's shareholders review and approve each proposed material 
transaction between the Company and any director or officer of the Company, 
including any loan, guaranty or redemption program of the Company. Such rJview 
and approval shall include: 

(a) a written explanation of why the transaction is in the best interests of the 
Company without regard to the interest or desire of the individual; 

(b) a documented rationale for engaging in the transaction; 

(c) a specific determination of the fairness of the transaction; and 

(d) written disclosure regarding all material temis of the transaction to all 
directors and, in the event shareholder approval is sought, all shareholders a 
substantial period of time prior to the Company entering into the transaction. 
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Report of the Sp^al Coiinsei 

^rfi"irT °"' r'"""""" "*""=' ""' ^ ^'emficant n^ber of directors did 

under the progr^ at .ssue. The Corporate Goverr^ance Co™„ittee must fo^rr 
related party transactions and procedures. 

7. Disclose in the annual proxy statements all significant transactions between the 
Company and ,1s directors, officer, and other affiliates. 

Con.n.em.n'. The only way that the shareholders with a vested legal inte,.st in the 

Company can reahst.cally.nde.tand all significant transactionsLeen^ 
Company and .ts d.rectors, officer, and other affiliates is through full written 
disclosure m the annual proxy statements. ™>i wntten 

8. Require niformation relating toofficer and director compensation of all types (e^ 

the Compensat.on Committee in writing to the Board and to the shareholders at least 
on an annua, basis unless, and only to the extent, theBoard deten^ineslrrihlgl 

the Company s overall compensation policies should be disclosed to shareholders 
^op'^nrary. There is likely no greater focus today in coiporate governance than on 
officer and director compensation. Shareholders are entitled to a Ll und^tatdr of 

.rrrhtuld b H ' ":: "''"^'^ °'^" ^•^-^^'^W-, a„d that strucL and 

linkage should be disclosed not only to the fiiU Board but to all shareholder.. 

9. Reduce the size of the Board to allow it to function efficiently and effectively 
Co^n,e„>ary. The ULLICO Board at present is authorized to have 32 members 
Duectors have attended an average of only 70% of the Board meetings evt though 
S bTymnn r ""''""'' *" ""'^' comparably-sized pubL compani^^ 

If h Boa d The "'f^T'^ ^°'"'^°" "^^ '^ '^ ^'^■«-"«y ^-^-e the size 
of the Board. The size of the Board should be determined with a view to the Board's 
u. -te effectiveness in decision-making. Former Board members cou dtlf" s^ 
the Company as part of an advisory group. 

10. Require that at least a majority of the members of the Board be independent. 
Con„„eny. Because of its labor origin, mission and values, most ULLICO 
di^ctors have had close ties to senior Company management. Indep«rec.ors 
will increase the quality of Board oversight and lessen the possibility of damtinr 
conflicts of inter^t. We also recommend that the Board be expand^ o "ll 
persons who have not se.ed as union presidents or pension fiind trustees ^^^ 
ecommendation in no way suggests that independem directors not be fiily 
—d to the labor movement and the traditional mission and values f the 
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Pi ivtleged ami Confic/endal ^- — , . ■ „ — — 

Report of the Special Counsel 

1 1 . Require that the Board meet at least four times annually. 

Commentary, Board meetings have not been held in a umformly consistent manner. 
(Exhibit 7) The issues that ULLICO faces requires regular oversight by a Board that 
holds at least four meetings annually, 

12. Require that independent Board members, or a committee of independent directors, 
determine committee assignments. 

Commentary. Many committee members have been recommended for nomination 
solely by Georgine. A Nominating Committee consisting solely of independent 
directors should assume this responsibility. 

13. Require the Board to delegate only specific, clearly defined responsibilities to its 
committees, and, effective immediately, further require all committees to maintain 
minutes and report regularly- to the Board. 

Commentary. There have been few charters at ULLICO to guide and define 
committee responsibilities and to evaluate committee performance. Charters for 
Audit, Corporate Governance and Nominating Committees can address: (a) the 
committee's purpose; (b) the committee^s goals and responsibilities; and (c) annual 
performance evaluations. The preparation and distribution of accurate and complete 
meeting minutes is important in evaluating director performance and maintaining 
proper corporate records. 

14. Require that all members of the Audit. Compensation, Nominating and Corporate 
Governance Committees be independent. 

Commentary, Independent directors are essential to sound and responsible 
committees and lessen the probability of damaging conflicts of interest. 

15. Rotate committee assignments regularly to ensure director independence and to better 
draw on the talents of Board members. 

Commentary. It is important to receive new input and to draw on the talents of new 
directors on committees. Regular rotation of committee assignments increases the 
likelihood of achieving this goaL Directors who have special qualifications (e.g., 
legal or financial qualifications) may sit on a specific committee for extended 
periods. 

16. Authorize committees to engage independent advisors as necessary. 

Commentary, In the course of fulfilling their duties, committees may need and want 
to engage independent advisors. The committees should be empowered to retain such 
advisors without seeking Board or management approval. 

17. Amend ULLICO^s by-laws to provide for the removal of any director who, absent 
exceptional circumstances, fails to attend three consecutive Board meetings. 
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Report of the Special Counsel 

Commentary. A diligent director should attend board meetings on a regular basis and. 
If a member of a committee of the board, committee meetings as well. Regular 
attendance ensures that a director is knowledgeable about the plans, proems and 
developments of the company. Jon F. Elliott, Directors' and Off icers' T.iahility § I- 
3.B 3 (2002). Parenthetically, public reporting companies must disclose in their 
proxy materials the identity of any incumbent director not attending at least 75% in 
the aggregate of meetings of the board and committees on which the director sits A 
sigmficant number of ULLICO directors missed several consecutive Boaid meetings 
between 1997 and 200L While directors may have other important business 
commitments, that does not excuse the failure of directors to regularly attend Board 
meetmgs. If directors' other commitments are too great, they should resign from the 
ULLICO Board and pennit those who can regularly attend Board meetings to serve. 
Each director who misses a meeting must fully inform himself or herself of the 
matters discussed, and actions taken, at that meeting. 

18. Require that all members of the Audit Committee have financial and accounting 
experience and at least one member of the Audit Committee be a "financial expert" 
as that term shall be defined by the Securities and Exchange Commission pursuant to 
the considerations outlined in the Sarbanes-Oxley Act of 2002. 

Commentary. The increasing importance of audit committees cannot be overstated. 
Public and private companies need to ensure that at least one member of the 
conumttee is a financial expert. The ULLICO audit committee would be well served 
to have several members with significant financial and/or accounting experience. 

19. Consider bamng loans to or arranging financing for directors and officers (in 
Sarbanes-Oxley). 

Commentary. Loans to executive officers and directors have come under increased 
scrutiny due to the inherent conflicts of interest they present. To the extent the 
Company grants such loans, such loans should be flilly disclosed to and approved in 
advance by the full Board or the shareholders. 
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WfNSTONA STR.WVN 



Jiepoil of the Special Counsel 

List of Interviews Conducted and Submissions Received 



1 . Morton Bahr, ULLICO Director (President, Commumcation Workers of 
America) 

2. John J. Barry, ULLICO Director (Internatioaal President Emeritus, 
International Brotherhood of Electrical Workers) 

3. William G. Bernard, ULLICO Director (President Emeritus. International 
Association of Heat and Frost Insulators & Asbestos Workers) 

4. Marvin J. Boede, ULLICO Director (Former President, United Association 
of Journeymen & Apprentices of the Plumbing and Pipefitting Industry of the 
United States and Canada) 

5. Kenneth J. Brown, ULLICO Director (Former President, Graphic 
Communications International Union) 

6. Bill J. Casstevens, ULLICO Director (Former Secretary-Treasurer, United 
Automobile, Aerospace and Agricultural Implement Workers of America 
Union ("UAW*) 

7. Linda Chavez-Thompson, ULLICO Director (Executive Vice-President 
AFL-CIO) 

8. John F. Gentleman, ULLICO Director (Former President, ULLICO, Inc.) 
(oral proffer by counsel) 

9. Frank H. Hanley, ULLICO Director (General President, International Union 
of Operating Engineers) 

10. Frank D, Hurt, ULLICO Director (President, Bakery, Confectionery, 
Tobacco Workers & Grain Millers International Union) 

1 1. John T. Joyce, ULLICO Director (Former President, International Union of 
Bricklayers and Allied Craftworkers) 

12. Eari J. Kruse, ULLICO Director (President Umted Union of Roofers 
Waterproofers and Allied Workers) 

13. James LaSala, ULLICO Director (President, Amalgamated Transit Union) 
14- Joseph F, Maloney, ULLICO Director (Secretary-Treasurer Emeritus 

Buildmg & Constmction Trades/ AFL-CIO) 

15. Douglas J. McCarron, ULLICO Director (General President, United 
Brotherhood of Carpenters and Joiners of America) 

16. James F. M. McNulty, ULLICO Director (General Counsel, The Union 
Labor Life Insurance Company) 

17. Lenore Miller, ULLICO Director (Former President, Retail, Wholesale & 
Department Store Union) 

18. TerrenceM. O'SuUivan, ULLICO Director (General President, Laborers' 
International Union of North America) 

19. James H. Rankin, ULLICO Director (President, Glass, Molders, Pottery 
Plastics & Allied Workers International Union) 

20. Vincent R. Sombrotto, ULLICO Director (President, National Association of 
Letter Carriers) (Written Submission) 

2 1 . John L Sweeney, ULLICO Director (President, AFL-CIO) 

22. John W. Wilhelm, ULLICO Director (General President, Hotel Employees 
and Restaurant Employees International Union) 

23. Roy Wyse, ULLICO Director (Former Secretary-Treasurer, UAW) 
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t<epor{ of the Specia! Counsel 

■ ULLICO Executives 

24. Erin Barrow, Senior Corporate Legal Assistant 

25. Joseph A. CarabiUo, Vice President, Chief Legal Officer and Assistant 
Secretary 

26. Robert A. Georgine, Chairman, CEO and President 

27. John K, Grelle, Senior Vice President and Chief Financial Officer 

28. Joseph Linehan, Vice-President, Private Capital 

29. James W. Luce, Executive Vice-President 

30. Grover L. McKean, Senior Vice President, Investments 

3 1 . Teresa Valentine, Assistant Vice-President and Chief Compliance Officer 

■ Advisors 



32. Zeyad Awad, Auditor, Price waterhouseCoopers 

33. Richard Baltz, Attorney, Arnold & Porter 

34. Douglas Beck, Attorney, LeBoeuf Lamb 

35. Paul Berger, Attorney, Arnold & Porter 

36. Edward Bintz, Attomey, Arnold & Porter 

37. Kenneth Hugessen, Director, Mercer & Co., Outside Compensation 
Consultant, 1998-1999 

38. Dennis Lyons, Attomey, Arnold & Porter 

,-,._. ^9. Frank Manley, Outside Compensation Consultant 

I \ 40. Carey Smith, Attomey. Arnold & Porter 

^^ ^ ^ • ^^^ Stephani, Lead Engagement Partner, PricewaterhouseCoopers 
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Others 



42. John Hiatt, General Counsel, AFL-CIO 

43. Damon Silvers, Assoc. General Counsel, AFL-CIO 

44. Michael R. Steed, Former ULLICO Executive Vice-President, Investments 
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Privileged and Confkiemial 



Exhibit 1 



WrNSTON&SXRAWN 



Report of the Special Counsel 








zero tasfe,ih«p,e-ta«profi, would ^^iSitao^r'^^'^"^''^'*'^^ 

%.000of*eshare.to.Geo,i.,e*™ed.,,46.04«e,e«e.edbvh^a.pa«o,^«,899S.^Pu,chasea^aerf.AB,^™„t 
^ L.c.also,edeemerf1,100CtoAsha,.ca.$74.S7per*arei,ft«2001 t™al«p„r*a3ep™g,^. 
^Maloneyb™gh,alaw^i,agahst.,aCc^a^,«hW.fe^„di^,,e,a,^toft,rf^^^^^,^^ 

Maddaloni ateo redeemed 800 shares in October 200t at $74.87 per share. 

This figure represents 31% of the $44,635,000 in total redemptions at $146.04. 
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Exhibit 2 



ULLICOINC. 
Senior Officer Financial Benefits 
(Including Stocit Profits al $146.04 Per Siiare and Earnings on Deferred Compensation Plan) 
Years 1 996 thrQuqli2Q0r 



Robert A. Geofpne 
Chairman, President 81CEO 

Base Salary 

Annual IrKenlive 

Global Incentive 

Stock Profits 

Deferred Comp. Earnings 



Totals 



Michael R. Steed 

Senior Vice President of Investments 

Base Salary 

Annu^ Incentive 

Global Incentive 

Stock Profits 

Deferred Comp. Earnings 

Totals 



JohnK-Grelle 

Senior Vice President & CFO 

Base Salary 

Annual Incentive 

Global Incentive 

Stock Profils 

Defered Comp. Earnings 

Totals 



James W. Luce 
Executive Vice President 

Base Salary 

Annual Incentive 

Global incentive 

Stock Profits 

Deterred Comp. Earnings 

Totals 



Joseph A. Carabitio 

Vice President & Chief Legal Officer 

Base Salary 

Annual Incentive 

Global Incentive 

Stock Profits 

Deferred Comp. Earnings 

Totals 



Year 
1996 



$650,000 

250,000 

N/A 

N/A 

N/A 



Year 
1997 



$900,000 



$309,000 
N/A 

N/A 
N/A 
N/A 

$309.000 



$200,000 
N/A 
N/A 
N/A 

$ 200,000 



$650,000 
N/A 
N/A 
N/A 
N/A 

$650,000 



$318,300 
49.680 {Al 

77,1 87 (Al 
N/A 
N/A 
N/A 

$445,167 



Year 
1998 



$650,000 

250,000 

727^3 

N/A 

N/A 

$1,627,273 



$260,000 

40,700 [C] 

N/A 

N/A 

N/A 

$300,700 



$262,500 
N/A 

N/A 
N/A 

m 

$ 262,500 



$187,250 

N/A 

N/A 
N/A 
N/A 

$1S730 



$ 275,600 

20,000 |A] 

43,000 (A] 

N/A 

N/A 

N/A 

$338,600 



$200,000 

17.700(A) 

43,000 [A] 

N/A 

N/A 

m 

$260,700 



$335,000 
130.000 

727,273 
N/A 

$1,192,273 



$590,000 

90.000 

272,727 

N/A 

t^ 

$ 652.727 



Year 



$650,000 

N/A 

666,025 

N/A 

630.321 

$1.946,346 



$360,000 
132.^00 

666,025 
N/A 



Year 
2000 



$650,000 
300,000 
516,862 
469,360 

3.420.739 



$5^56,961 



N/A[B] 
N/A (8] 

N/A [8] 
N/A[BJ 
N/A 181 



$1,158^25 



$290,000 
90,000 

272,727 
N/A 

N/A 

$ 652,727 



$210,000 
55.000 

272.727 
N/A 
NM 

$ 537,727 



$305,000 

80.800 

249.779 

N/A 

22.622 

$658,201 



$300,000 

ao,8oo 

249,779 

N/A 

19.382 

$649,961 



$220/300 
48.800 

249,779 

N/A 

13.549 

$532,128 



N/AfB] 



$500,000 
145,800 
193,830 



547.326 



$1,856.316 



$ 420.000 
120,000 

193.830 
505,963 
586.285 



$1.826,098 



$350,000 
B4,600 

193,830 
352,020 
304,001 

$V39,451 



Year 
2001 



$650,000 

500,000 

104.166 

2.129,018 

Unknown 



$3^83,184 



N/A (8} 
N/A [81 

N/A [8] 
N/AtBJ 
N/AfBl 



N/AjB] 



$500,000 
281*250 
39,064 
368,400 

Unknown 



$1,188,714 



$420,000 
23630 

39,064 
283,316 
Unknown 



$978,630 



$350,000 
196,875 

39.064 

368,400 





$954,339 I 



* T ^!^^,""^ '"f^,"f ^ f y^^^t mformation reflected in diis Exhibit were provided by the Company and have not been 
independently venfied by the Special Counsel 

[A] Annual Incentives listed for Year 1 997 are bonuses for years 1 995 and 1996 combined and paid m 1997. 

[BJ Mike Steed resigned from ULLICO Inc. on December 10, 1999. 

[C] Incentive payment in 1997 is for 1996 performance only due to Grelle's employment at ULLICO beginning January 2, 1996. 
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Repori ofihe Spe^laf Counsel 



Exhibit 3 



ULLICO V. Global Crossing Share Price 
199S-2002 



Year 



1996 



1997 



1998 



1999 



2000 



2001 



2002 



ULLiCO Share Price . 



$25.00 



$27.06 (as of 5/97) 



$28.70 (as of 5/98) 



$53.94 (as of 5/99) 



$146.04 (as of 5/00) 



$74.87 (as of 5/01) 



$46.58 (as of 5/02) 



Global Crossing Share Price" 



N/A 



N/A 



$24.94 (as of 8/17) 



$45.13 (as of 12/31) 



$94.88 <as of 5/31) 



$100.00 (as of 12/31) 



$50.12 <as of 5/31) 



$28.62 (as of 12/31) 



$25.40 (as of 5/31) 



$1.68 (as of 12/31) 



$0.14 (as of 5/31) 



N/A 



actual Global Crossing Stock Pnce lor each period is half o( Ihe amount shown in tie Exhibit 



in 
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Report of the Special Counsel 



n 



1996 



1997 



1998 



ULUCOPreTax Net Income 

(12/31) 

(Excluding Realized 

Gains on Investments) 



$7,515,000 



1999 



2000 



2001 



$10,066,000 



($2,455,000) 



($90,723,000)87 



($77,362,000)88 



($41,961,000)89 



ULLICO Net Income 

(12/31) 

(Including Global 

Crossing and Other 

investment Gains and Losses) 



$10,018,000 



$28,759,000 



$8,282,000 



$58,900,000 



$111,990,000 



$12,747,000 



ULLICO.Divldend 



8%Cash<Caprtal) 

8% Cash (Preferred 
Certificates & Class A/B) 



2% 



2% 



Not Applicable 



Not Applicable 



Not Applicable 



* The information in this chart was provided by the Company and does not include 
impact. 



mmonty interest 



Acco««ngtoteCo«^)^.aXX)^ualRepo^Mne.ne.bedgatec«h™stents,exd.dk«Gtob^C,o3.„g.we,e$1M 
Acceding lo Ihe Conpa^^s JOOO ^^^ Report. to(al net mated gains on nv«slm.nfe excWing Gtobal Crossing, v«,e $27.7 miHion. 

AcconS>gtotKCc«ipan/s2001toualRepc,tlotalns, realized gam (tesas)on»,ve.^nfe.«dud^GlobalC,ussi^,^^ 
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Return to ULLICO on its Global Crossing Investment 



Date 


Transaction 


No. of 

Shares 


Net Price 
per Share* 


Before 
Tax Proceeds 


Jun99 


US West Tender Offer 


3.070.738 


$62.75 


$192,688,809 


Apr 00 


Secondary Offering 


2,568,160 


32.01 


82,206.801 


Sep 00 


Open Market Sales 


960,000 


35,34 


33,929,617 


Oct DO 


Block Trade 


3,000,000 


26.91 


80,730.000 


Oct 00 


Forward Sale 


5,000,000 


19.03 


95,157,990 


May 14^un 5, 2002 


Misc. Sales 


843,834 


-07523 


843,834 










Gross Pre-Tax: 

$485,557,052^^ 





Rounded to two decimal places 
N*tAtoTa.taugh2001:$305.100.000.UaiCOhebapp,oximately18™ilion 



shares as oljune 5, 2002, valued at approximately 7.5 cents per 
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Exhibit 6 



j 






n 



Date 



1997 



1998 



1999 



2000 



2001 



Over 10,000 Shareholders Prorations 1997-2001 



Shares tendered 



3,099,490 



149,693 



302,496 



7.400,693 



7,129,749 



Shares Redeemed 



1,108,645 



149,693 



278.086 



162,891 



189,464 



Proration 



3576% 



100% 



91.93% 



2.2% 



2.657% 



US 
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Report of the Special Counsel 



Board Meeting Attendance Chart 
January 1997 Through March 2002 






B at 



100 
90 
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-r- — I r* — r- 
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Board Meeting by Quarter 
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Report of the Special Comud 



Privileged and Coofidentiai 

Attorney-Client Privilege 

Attorney Work Product 



Memorandum 



TO : Winston & Strawn 

FROM: Mark A. Sargent 

DATE: November 22, 2002 

RE: ULLICO 



I am Dean and Professor of Law at the ViUanova University School of Law, Prior to 
assuming my present position I taught corporate and securities law at the University of Maryland 
and University of Baltimore law schools for over 15 years. I also served as Chairman of the 
Corporation Laws Committee of the Maryland State Bar Association. 

At your request and pursuant to the protections of the attorney- client privilege and work 
product doctrine, I have reviewed the Report of the Special Counsel. ULLICO Stock Purchase 
Offer and Repurchase Programs and Global Crossing Investment (the Report); Affidavit of 
Lenore Miller, dated November 12, 2002; Declaration of John T. Joyce, dated November 12, 
2002; a Memorandum of Jim Hanks to Baker Botts LX.P and Sidley Austin Brown & Wood 
LLP dated November 1 3, 2002; and a Memorandum of Thomas C. Green to Winston & Strawn 
dated November 13, 2002. You have asked me to review Hanks' and Green's analysis and 
conclusions with respect to the application of Ma^land law to the ULLICO stock purchase offer 
and repurchase programs (the Programs). I have not undertaken an independent investigation of 
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the facts and circumstances relating to the Programs. My observations in this letter are thus 
based entirely on my review of the documents referenced above and my familiarity with 
Maryland law. My general conclusion is that nothing in the Hanks or Green Memoranda 
undermines the analysis or conclusions contained in the Report. I have also found nothing 
distinctive in Maryland law that would mandate analysis or conclusions different from those ' 
I contained in the Report. 

1 - The Hanks Memorandum. 

While accurate in some respects in its description of certain aspects of Maryland 
corporation law, Mr, Hanks^ memomndum does not address, let along dispel, the most important 
^ fiduciary concerns raised by the Report, and reaches some conclusions that are largely irrelevant 

A key example is his extended discussion of section 2-419 of the Maryland General 
Corporation Law (MGCL), through which he reaches the conclusion that the repurchase 
programs are not void or voidable because of their approval by an interested director. This 
discussion is largely irrelevant, because the Report acknowledges that the repurchase programs 
seem to have been approved by at least one disinterested director. The Report's concerns are 
with the broader question of whether approval of the transactions nonetheless constituted a 
breach of the standard of conduct required of directors. Mr. Hanks acknowledges that this 
question must be considered even when a transaction is not voidable under section 2-419. 

Even though Mr. Hanks' conclusions about section 2-4 1 9 are irrelevant, it should be 
noted that several of his assumptions about the applicability of section 2-419 are questionable. 
For example, it is my understanding from the Report that fewer of the directors were 
disinterested at least with respect to the 2000 Formal Repurchase Program and the Informal 
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Repurchase Program than Mr. Hanks seems to assume. More important, Mr. Hanks' conclusion 
that the stock purchase offers were "fair and reasonable" to the corporation under section 2- 
I 419(c) seems to me to be questionable. His analysis of this issue argues that the offers were "fair 

.. and reasonable" for the following reasons: granting directors and officers stock in the 

^ corporation, even without charge, is common, as is granting in-the-money options; the directors 

I and officers were required to pay for the stock; selling stock to directors and officers at a price 

below their underlying value is not inherently problematic; the directors were at economic risk 
when they purchased the stock; there was no evidence of a plan on the part of the members of the 
J Board to benefit themselves at the expense of the stockholders; stockholders other than directors 

- X ^^ officers were given the opportunity to have their shares repurchased at the same price as the 

directors and officers; and Maryland law permits a director to be compensated for board service 
and for a board to set its own compensation, 
j This analysis combines points of little relevance, questionable assumptions and an 

avoidance of the major issues actually raised. For example, it may be true that directors and 
J officers are often compensated for their services with stock, and sometimes with in-the-money 

' options, that they are sometimes allowed to purchase stock for less than their underlying value, 

and the boards may set their members' compensation, but none of those observations address the 
I specific concerns raised by the Report about these particular transactions. Similarly, the 

{ observation that outside stockholders were given the opportunity to purchase the shares at the 

same price as the directors and officers may also be true, but does not in itself compel the 
conclusion that the offers were fair, when the transactions are viewed in light of the whole 
sequence of events. Furthemiore, it is my understanding that there is significant disagreement 
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about whether the directors and officers did in fact assume any meaningful risk associated with 
their purchases of ULLICO stock: For example, Mr. Hanks' argument that the fact that some 
directors chose not to purchase the stock suggests that the stock presented economic risk is a non 
sequitur. There may have been other reasons pergonal to each director that led them to not 
participate in the purchase program. Outside directors also simply may not have understood the 
type of economic windfall the opportunity represented. Furthermore, Mr. Hanks downplays the 
importance of the Global Crossing investment to the value of the ULLICO stock by pointing out 
that the investment represented only 30% of ULLICO's total assets at its highest point. More 
significant to the question of economic risk, however, was the fact that the Global Crossing 
investment represented a substantially greater percentage of ULLICO's shareholders' equity, the 
key deteraiinant of the stock's value, and hence the economic risk to the directors and officers 
who purchased the stock. 

Most important, the conclusion that the stock purchase offers as a whole were *Tair and 
reasonable to the corporation" fails to take into account the questionable relationship between the 
amount of "compensation'' paid to the directors and the minimal services they provided in 
connection with the Global Crossing investment; the unauthorized delegation of power to issue 
stock to Robert A. Georgine; the unauthorized actions of the Compensation Committee in setting 
its members' own compensation; and Georgine's failure to meet his duty of candor in informing 
the board and the stockholders of all material facts relating to the transactions. It also is worth 
noting that on page 14 of his Memorandum Mr. Hanks does not address the question of whether 
the preferential impact of the 10,000 share provision in the Fonnal Repurchase Program was 
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"fair and reasonable." He simply dismissed the 1 0,000 share requirement as "irrelevant" because 
he claims that the transaction was approved by disinterested directors. 

Thus, if the stock offers and the repurchase programs were to be evaluated pursuant to 
section 2-419(b)(2), there would be a significant possibUity that they would not be found "fair 
and reasonable." In any event, Mr. Hanks' conclusion that they would be found "fair and 
reasonable" is essentially a red herring, because the Report does not depend upon a finding that 
the repurchase programs were voidable under section 2-419. 

A similar red herring is his extended discussion of the meaning of fiduciary duty under 
the MGCL. While it is correct that the MGCL does not use the term "fiduciary," the Maryland 
courts certainly do, as Mr. Hanks concedes, particularly in cases involving the duty of loyalty. 
Furthermore, section MGCL § 2-405.1 is, in effect, a codification of the concept of fiduciary 
duty. The failure to use the specific term is thus of little significance. Mr. Hanks uses the 
distinction to make the obvious point (and one universal in American corporate law) that the 
director of a corporafion does not have the same level of fiduciary obligation as a tmstee. 
Whatever practical significance that distinction may have it is completely irrelevant here, 
because the Report does not assume that the directors had some type of heightened trustee-type 
duty. The Report analyzes the conduct of the directors explicitly mider the stamtory standard of 
conduct applicable to them under section 2-405. 1 . 

To get to the heart of the matter, Mr. Hanks' analysis of the programs under section 2- 
405.1 is conclusory and, in my opinion, not substantiated by the facts, thus leaving intact the 
serious concems raised by the Report under that section. 
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. . I First, with respect to the question of "good faith." Mr. Hanks seems to conclude that 

^ the directors acted in good faith primarily upon the basis of self-serving assertions by two 

directors that they acted in good faith. Obviously, self-serving assertions such as these are of 

' : ] little weight. Furthermore, their representations do not establish the state of mind Of the 

n ''*"' '^^^°'"' """"^ ^^^^^"^ ^^^« *^t«d by a conflict of interest. Tiie assertion by the 

^ ■ two directors that they sought the advice of Arnold & Porter also does not in itself establish 

l] S'^^''^'"^^^«°«.'h-«isnotonlyaeoodfeithproblembutapossiblebreachofthe 

duty of loyalty on the part of those directors who stood to receive substantial benefits through 
approving the stock purchase offers and repurchase programs. The taint of conflict of 

^ j interest wiU undermine any presumption under Maryland law that the directors acted in 

"8°°'' faith" for purposes of section 2-405 1 
' ) ' ' ■ 

' Second, his conclusion that die directors acted "fi]n a manner he [or she] reasonably 

] believes to be in the best interests of the coiporation," ignores the serious questions raised by 

, the Report as to whether the Programs were m fact designed and implemented to achieve 

their avowed objectives as opposed to enriching insiders. 
^ J Third, Mr. Hanks' conclusion that the directors acted 'Vith the care of an ordinarily 

.. J pmdent person under the circumstances" seems to be based upon an assumption that they 

' spent an adequate amount of time in meetings and were adequately briefed and advised. 

■ I These facts do not take mto account the Board's grossly negligent and unauthorised 

J delegation of stock issuance authority to Georgme without "providing for or establishing a 

method or procedure for determining the maximum number of shares to be issued," as 
I required by MGCL § 2-41 1(b); its failure to supervise Georgine's conduct of the Informal 

Repurchase Program; its failure to prevent the Compensation Committee's unauthorized 
determination of its members' own compensation; and its failure to prevent material 
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j misstatements and omissions in public disclosures to shareholders. Furthermore, even those 

directors who approved the repurchase programs but did not participate in them may not have 

' ^' a^^ted with due care, because they apparently failed to consider the preferential impact of the 

I repurchase and the enrichment of other directors and officers at the expense of the 

stockholder. 

In short, in my opinion, the Report has identified facts and provided a legal analysis 

rj raising the significant possibility that there was a material and widespread failure on the part 

of the members of the ULLICO board to meet the required standard of conduct under the 
Maryland statute. Nothing in Mr. Hanks' analysis on pp. 15-16 alters that conclusion. 

\ I 2. The Green Memorandum 

While the Green Memorandum is correct that reliance upon cormsel can be used in 
defense of a fiduciary duty claim under section 2-405. 1(b)(1), the Report indicates that there 
are significant factual questions about: (i) what information was actually communicated to 
ULLICO 's outside counsel and by whom; (ii) what counsel reasonably would infer about the 
Programs from what was communicated; (iii) what advice was sought from that counsel with 
respect to the Programs; (iv) what advice actually was provided and; (v) the extent to which 
that advice was communicated to the full board and actually relied upon. 

Even more important, much of the "reliance" asserted in the Green memorandum 
seems to have been reliance on counsel's silence, i.e., an argument that because sophisticated 
counsel knew something about the transactions and did not object, the chent could rely on 
counsel's silence to assume that the transaction was proper. Furthermore, recognition of a 
defense of reliance on a counsefs silence seems singularly inappropriate when the directors 
who would substantially benefit from the repurchase programs were called upon to approve 
the transactions, especially when the scale of that benefit would be grossly disproportionate 
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to the directors' ordinary fee-based compensation. Under those circumstances, the directors 
should have sought more detailed and specific assurance of the legality and the fairness of 
the transactions from independent counsel and other outside experts in order to invoke the 
reliance on counsel defense 
I In my opinion, there is thus a serious legal question under Maryland law as to 

whether reliance upon counsel's silence is suflTicient to establish a reliance upon counsel 
defense under section 2-405.l(b)(l). 
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Symposium on Corporate Disclosure and its Impact on Coipocate MoraUty, Columbus 
School of Law, Catholic Uoiveisity, Washington, D.C., April 16, 1998, 

^ubject-Matter Focused Externships," Conference on Extemship Pedagogy: Theory arui 
Pr^ice, Columbus School of Law, CathoUc University, Washmgton, D.C., March 7 

"When are LLC Interests Securities?", New Jersey Institute of Continuing Legal 
Education, Rutgers University, New Brunsv^ick, New Jersey, November 20. 1996^ 

"Cod versions Into LLCs/ Suffolk University Law School. Boston, November 8, 1 99€. 

"Rising Capital via Private Placements - Legal Issues," Dingman Center for 
Entrepreneurship, University of Maryland, September 16, 1996, 
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"Problems of Fiducimy ObligatJon in LLC LaV. Minnesota bistibite of Legal Education, 
MumeapoUs. MN, May 2. 1996. "^^^m 

^<m^Tax Issues m LLC Uw: An Overview--, MaryUmd Institute for Continumg 
Professional Education of Lawyers (MICPEL), Baltimore, Maiyland, May 1 , 1 996. 

Ojianiza: and Panelist, Panel Discussion on ^Hopwood v. Temr; Its ImpUcations for 
Affini^ve Action in Legal Education," Maryland State Bar Association Section of 
Legal Education and Admissions to the Bar, Baltimore, Maryland, April 29, 1996. 

J|The Evolution of Limited Uabllity Entities", Maryland Judicial Institute. AnnanoUs 
Maryland, April 19, 1996. * 

Testimony on the "Capital Markets Deregulation and Liberalization Act of 1995 " before 
tiie Subcommittee on Tclccomraunications and Finance Subcommittee of ttie Committee 
on Commerce, U.S, House of Reprcsentativea, December 5, 1 995. 

JFuluciary Problems in LLCs," Suffolk Univemty Law School, Boston, November 29, 

-Why Maadatory CLE^ Maryland State Bar Association Annual Meeting, Ocean City 
Maryland, Jime 9, 1995. ^^ ^" 

-Living Witiiin tiie S^urities Laws," Limited Liability Conference, Warren Goriiam & 
Lamont, Hilton Head, Soutii C^oUna, June 6, 1995, ^^^^^^ oc 

^^^f" '^^' ^°V%°^ the Character Committee Interview in the Bar Admissions 
Process, Section of Legal Educadon and Admissions to the Bar of the Maryland State 
bar Association, Annual Meeting, Baltimore, May 3, 1995, 

-New Approaches to Regulating LLCs," North American Securities Administrators 
^o^1;^^1ofr9'^:^'" °" '^^ Securities Regulation, Annual Meeting. 

TwlS'"^f''1 ^\^^^*^ Placements,-' Dingmaa Center for Eatrcpreoeurship. 
Umverstty of MaryJand-BalUmorc County, October 4, 1 994. 

24. "Experiei^al Learning and tiie Training of Business Lawyers," Morgan, Lewis & 
Bocfaus (Sccunuea Uw Department). Washington, D.C., September 19, 1994. 

25. "Are LLC Interests Securities?," "Should a Law Firm Be an LLC or an LLP? " 
Minnesota InsUtute of Legal Education, Minneapolis, MN. June 15, 1994. 

26. Wss to Private .Coital for Small Businesses," Baltimore Chamber of Commerce 
tialtiraorc, MD, April 26, 1994. ' 



13. 
14. . 
15. 

16. 

17. 

18- 

19. 
20. 
2L 

22. 

23. 
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"Main Cun«ts in D&O LiabUity," ftogmm on Developmeut. in the L»w Affectii,. 
^^:^^r,. ^3^°"" ^'^ ■'"'" "^ '^"''™^ P-^.S«aon, BalS 

Center for Entiepieneurslup, Um™,sit>- of A&tyland-CoUege Park, September 14. 1»3^ 
Pmtl^ ^^ Dilemians in the Life^cle of Entnrteneorial Compani«," 
SLt.tlSMy'S!T9«'^'^ °' ^""'"^'= ^ ^^"^'^^ DeveCeoV 

"Professional Practice Plans in Legal Education." Umvensity of Maryland School of 
Social WoricBaltimoie, Match 4, 1993. Kw'j'iana acaooi ot 

llihf '^ ^^^"o^^'^ ^^^" S"^ »'"*»'=" Initiative," Northwest Secutities 
Institute, Vaacouver, BC, Februaxy 27, 1993. ^^uiiuca 

r\ ^^' ?^^«=^^ Resources for Early-Stage Biotechnology Companies," Greater Baltimore 

! ; Comniitf^ Biotech Ptofcssionab' Forum, Baltimore, January H TO3 ^^^°^ 

^^ Future for Blue Sky Law." Washington-Baltimore Corpomte Law Teachers Worfcinc 
^""^^ f-^l^^-hrngtonOniversitj^Katioonl Law CcrT, Nov. II. 1992r^nivS 
of Maryland School of Law Faculty Workshop, Nov. 19, 1992. ^luvetsity 

b!i W.^cf2U^^^^ Agreement.." MICPEL, Business Document Drafting Series, 

Association (MSB A), Seciintcs Law Committee Program, Baltimore, Oct 2, 1992. 

s!^lr f'fl^^^^t Maryland Coiporation and Partnership Law Decisions,^ MSBA 
Sechoa of Busmess Law Program, MSBA AncuaJ Meeting, Ocean City, Md! W 11, 

ZfZ' ^n"" ^^^™^^ ^f ^^'^<^^ or Non-profit Corporations," f ir.t Annual 
Non-profit Orgamzations Institute, Goucher CoUege, Towson, MD, May 28, 1992. 

i^.^'Sr.^^7 ^ Entn.p.eneurship,« ABA Section of Business Law, Committee on 
Legal Education, Annual SccUon Meeting, Orlando, FL, April 10, 1 992. . 

"Are Limited Liahility Company Interests Securities?*', Symposium on Cmi^nt Issuos in 
Secunaes Regulaaon, Pqiperdine School of Law, MaUbu, CATPeb, 22, 19^ 



28. 
29. 

30. 
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41. '•Origins of the Fiscd Crisis," Tcach-ln on Maiyland's Fiscal Crisis, University of 
Maiyland School of Law, Baltimoie, Jan. 29, 1992. 

42. -Fear and loathing in the Law Worid," The Breafcfest Qub, Baltimore. F«b. 13, 1992. 

43. "Tbc Maiyknd Court of Appeals in Review/ MSBA Section of Judicial Administration, 
Mid-year Meetmg, Baltimore, Nov. 9. 199L 

44. «Priv«tc Placements Under the State Secvtrides La^vs." PU ?iogram on Pnvale 
Hacements 1991, New York. NY, Apr. 12, I99L 

45. «A Legal Primer for Maryland Arts Organizations,- Maryland Stale Arts CoundL 
Baltimore and Easton, MD, Oct 13 and Nov. 10, 1990. 

46. "A Defense of Socratic Teaching: Comments on Jerold Israel," Univetsity of Maryland 
School of Law (UMSLl Orientation Program, Baltimore, Aug. 23 , 1990 , 

47. "Procrustes' Bed: The Impact of Merit Regulation on Business Financing." ABA Section 
of Business Law, Aimual Meeting, Chicago, IL, Aug. 7, 1 990. 

>i ) '*^' r^^-'t^^^T^l™^ ^""^^^ Transactions Under Federal and Maryland Securities 

'"" ^'^^ ^^^-^^LProgramonRaismgMoneyPrivately, College Park, MD, Nov. 3, 1989. 

'~\ ^^- "Comments OQ the Revised Unifonu Securities Act," ABA Section of Busincsa Law 

J St^^Regulation of Securities Committee, Annual Section Meeting, Houston, TX, April 

'^^^^If^. titemationalization," North American Securities Administrators Association 
(NASAA). Annual Meeting, Santa Fe. NM, Oct, 12, 198S. 

"An^ysis of the New Michigan Fair Price Takeover Statute," Michigan Institute of 
Contmumg Legal Education, Ann Arbor. MI. July 29, 1988. 

"The New State Takeover Statutes: Constitutional Considerations," AL[-ABA Program 
on State Fakeover Regulation Today, Pfanadelphia, PA, Oct. 27, 1988. 

-The Legal Framework of Blue Sky Enforcement." SMU School of Law, Program on 
Blue Sky Law Today, DaUas,TX, Oct 22, 1987. 

"Sources of the D & O LiabUity Crisis," University of Baltimore School of Law, Program 
on the Current Cnsis m Directors' Liabihty, Baltimore, Feb. 24, 1987. 

"Maryland Co^ration Law Decisions 1983-86;' MSBA Mid- Year Meeting, Bethesda, 
■M-L', Jan. Vj lys/. 
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52. 
53. 
54. 
55. 
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56. "What is Merit RegulaUon?." ABA Youiig Uwycrs Di^asian, Program ua Merit 
Regulation, ABA Annual Meeting, New Yorfc.>rY^ Aji^ 12, I98fi. 

^£i ^Kar v. MITK Corp, and the Origim of the Second Geaeratictti State Takeover 
Stataies," AU-ABA Progrom on New Directions in Stale Takeover RcKulalion. San 
Dicgo, CA. May 10, 1986. * "*^ 



57, 



5«. 



59, 



60. 



M. 



62. 



-Law School Twcaty-five Years Ago and Today," Serjcanft Inn, 25th Anniversary 
Dinner, Bahimoie. Dec. 1 1. 1985, 

-Blue SXy l^gulatioa of R£«l Estate Sccnritics Offerings," AU-ABA Program on 
Modem Reai Estate Transactions, Charlottesville, VA, June 26, 1985. 

"The Historical Devclupment of the Dual Regulatory System," ABA Section of Business 
Law, Annual Meeting, Los Angeles, CA, March 29, 1985. 

"Blue SWy Law: Tnz CurreBt Conlrovcrsy,*" \5mvcraty of Maiyland School of Law 
Symposium on Corporate and Securities Law Developments, Baltimore, Nov. 1, 19«4, 

"Securities Disclosure: Myth & Meaning/ NASAA Analysts' Symposium, SL Louis. 
MO, Aug- 21, 1985. ' 

63, "Introduction to State Regulation of Real Estate Securities OfiEerings.'^ ALI-ABA 
Program on the Effect of Securities Regulation on Real Estate Transactions. New York. 
NY, Oct 24, 1983. 

^^^ 'J^Jf Fall,;; University of Baltinmie School of Law, Program on New Directicms in 
:>ta(e Takeover Regulation, Baltimore, March 30, 1 983. 

65. "Revising the Unifdmi Securities Act During the Fimncial Revolution," NASAA 
Financial InsUtutioas Forona, Baltimore, Jan. 24, 1983. 

66. "MITE and its Progeny," NASAA Annual Meeting, Seattle, WA. Oct 6. 1982. 

^^ l^J^^"^^"^ ^^ ^^*^"n Securities Act," NASAA Annual Meeting, Scatde, WA, Oct. 
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; ( ' ^<'Port of the Special Counsef 

*i j Special Counsel Staff 

,, The senior.members of the Special Counsel staff, all lawyers at Winston & Strawn, have 

5 J substantial experience ii, corporate internal investigations, securities regulation, securities 

litigation and criminal law. 

f] Special Counsel James R, Thompson. Chainnan of Winston & Strawn. is the fonner 

Governor of Illinois (1977-1991) and United States Attorney for the Northern District of 
Ilhno.s (1971-1975). Govemor Thompson is a member of numerous corporate boards. 

iJ fP;""'^™"^«'StaffDirectorRobertW:Tarunisco-authorofthetreatiseCgiEosJe 

, fetemallnvesti parions and has supervised scores of internal investigations. Mr. Tarun is a 

; j fonner Execunve Assistant United States Attorney and has substantial criminal defense 

and regulatory experience. Stephen J. Senderowitz supervised, as the Deputy Chief of 
Special Prosecutions Division in the United States Attorney's Office, financial markets 
prosecutions, and in private practice has concentrated his practice in civil and criminal 
secuntres and derivatives litigation. Daniel A Ninivaggi specializes in corporate finance 
n and secunhes transactions. Timothy M. Broas and Charles B. Klein are litigators 

-' ^''P""^'''=^''"^°*<=°'"Pl«'="yiI and criminal law as well as corporate internal 

investigations. 

.J Attorneys Jon J. Kramer. Christopher M. McCIellan and Raymond W. Mitchell provided 

ubstantml assistance in connection with the legal research and analysis thereof used in 
n the Report. Attorneys Thomas P. Fitzgemld. Barry J. Hart and Karen M. Kowalski 

' Tnefit JaT *''"''' '"" ^""""'^ ^^'^"^ ^" '^''""^'' ^'°^'^"^ ""^''^^ ™ ^">P'°y^« 

J A^'Tlr^"' ""'' """^^^ ^^ ^'^"" ^"^'^°^' K«^ J- B-han and John D. Frier 

Abbs L. Wright provided graphics assistance. 
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Report Of the Special Cottme! 

Notice 

The following changes have beea made to the Report since it was first issued on 
November 26, 2002: 

1 - The name "Wilhelm" was added to footnote 34 on page 42 and also at the end of 
the third full paragraph on page 63. 

2. The names "Wyse, McCarron" were deleted from the third line from the bottom of 
page 38, as the reference quoted from their interviews related to the formal 
program and not the discretionary program as indicated- 

3. Director Hanley's name was added to the end of footnote 34 on page 42. 

4. hi the first full paragraph on page 40, the following reference "(4) 12,523 Class A 
shares from Georgine; (5) 4,345 Capital shares from Gentleman (director and 
former officer) on March 9, 2001;" was corrected to read as follows: "(4) 12,523 
Class A / 4,345 Capital shares from Georgine on February 14, 2001; (5) 1,097 
Capital shares from Gentleman on March 2, 2001 ;". 

5. The name "Bernard" was deleted from footnote 37 on page 46. 
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MEETING OF THE BOARD OF DIRECTORS 

OF 

ULUCOmC 

HELD APRIL 2, 2003 

AT HI MASSACHUSETTS AVENUE, N.W. 

WASHINGTON, DC 2001 



ATTPrNPTiRS: 

DIRECTORS: 

Morton Bahr 
John J. Bany 
WimamG-Beraaid 
Marvin Boede 
Bill Cassteveos 
John T. Dunlop, PhJD. 
John G. Gentleman 
Frank p. Hurt 
Robert A, Gcorgine 
John T. Joyce 
EarlJ.Knise 
JaxnesLaSala 

OFFICERS: 

Bill Blanton 
James Luce 
Giover McKean 



Martin J. Maddaloni 
Joseph F. Malooey 
James RM.McNulty 
LenoicMilla' 
Daniel a Mint2,MD 
Terence M, O'SuUivan 
James H. Rankin 
Vincent R. Sombrotto 
RoyW.Wyse 



Patrick Montgomeiy 
Frank Santana 
Teresa Valentine 



OTHERS: 

Joseph W. Aimbnut 
Steve Cottreau 
Karen A. Popp 



Michael Raob 
JoeSemo 
Randy Turk 



The meeting was called to order at 11:00 a.m.. The Chainnan noted that this was the 
continuation of a meeting begun on March 28, 2003 and would contmue with consideration of the 
Corporate Governance recommendaUons made by the Special Committee of the Board established to 
review Governor Thompson's report. The Special Committee had pot forward 27 resolutions for 
consideration, a copy of which was circulated for consideration by the Board and which is attached to 
these minuies. The Chairman proceeded to review each in mm with the assistance of Mr. Armbnist, 
counsel associated with Sidley Austin Brown & Wood. 

The first resolution recommended that the source material for the corporate governance 
recommendations in the Thompson Report be referred to our Governance Committee to develop, as soon 

1 
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as possible, new governance guidelines for ULLICO and to recommend to the Board sucb changes in the 
By-Uws as may be required for the enactment of such guidelines. It was noted that the resolution should 
reflect that this was a continuation of work begun by the Corporate Governance Committee and not a start 
of such work. There being unanimous agreement with this, a motion was made and duly seconded, and it 
was unanimously: 

RESOLVED: "That the Board of Directors hereby authoiizcs and directs the Governance 
Committee to continue its work to develop and recommend new govemancc 
guidelines for the Company and to recommend such changes to the By-Laws as 
may be required for their enactment** 

The second and third resolutions proposed that the Chief CompUance Officer, who is Teresa 
Valentine, develop, as soon as possible, updated codes of conduct and ethics applicable to Directors, 
Officers and employees that address the recommendations in the Special Committee Report for 
consideration and recommendation by the Corporate Governance Cormnittee- It was suggested that the 
resolution be modified to reflect that "updated and enhanced** codes of conduct were to be considered, 
acknowledging that a code of conduct ahcady is in place. Whereupon, a motion was nude and duly 
secorxled, and it was unanimously: 

RESOLVED: 'That the Board of Directors hereby authorizes and direcU the Chief CornpUancc 
Officer to develop for review and approval by the Govemancc Committee, as 
soon as possible, updated and enhanced codes of conduct and ethics for 
Directors, Officers and employees that address the recommendations irk the 
Thompson Report (the **Code of ConducT)." And, 

FURTHKl ^ ^ 

RESOLVED: "That the Board of Directors hereby authorizes and directs the Governance 

Committee to review and approve the Code of Conduct as apprc^riatc and in the 

best interests of the Company.** 

The next two resolutions addressed administration of the Company's Code of Conduct The first 
proposes that the CompUance Officer make at least annual reports to the Board and the second requires 
annual acknowledgement of the Code of Conduct by all Board members, officers and employees. 
Whereupon, after brief discussion^ a motion was made and duly seconded, and it was unanimously: 

"That the Chief Compliance Officer is hereby authorized and directed to 
administer the Code of Conduct and to report to the Board of Directors on 
matters relating to Compliance with the Code of Conduct whenever such Officer 
deems it appropriate and at least annually." And, 

'That the Chief Compliance Officer is hereby authorized and directed to 
nudntain such annually updated records of acknowledgement for all Director, 
Officers and employees so as to provide assurance to the Company that such 
Directors, Officers and employees have received ULLICO' s Code of Conduct 
and they have agreed to abide by its terms." 

The next two resolutions addressed the repurchase of shares and how the Company might provide 
liquidity when needed. As clarification, it was noted that the reference to retiree meant a retiree from the 
Company or the Board of Directors. Whereupon, after discussion in which the Chairman identified recent 



RESOLVED: 



FURTHER 
RESOLVED: 
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repurchases from institutional sharcbolders and that there was at least one pending request, a moUon was 
made and duly seconded, and it was tmanimously: 

RESOLVED: "That the Governance Committee is hereby authorized and directed to re- 
evaluate the conditions for repurchases of the Company's stock under all of its 
stock repurchase programs, including all valuation methodologies, and that such 
coimmttee be authorized to engage securities experts and other experts to assist 
in their deliberations,** And, 

FURTHER 

RESOLVED: **That any transaction under the Company's discretionary stock repurchase 
program, other than a transactioD with the estate of a Director or Officer or of a 
retiree from the Company or the Board of Directors, shall be referred to the 
Governance Committee for its approval prior to being submitted to the Board of 
Directors for final approval" 

The Special Committee endorsed die reconunendation for the institution of an ongoing training 
and education program for directors. The Chairman noted that the Corporate Governance Commitiw had 
earlier made such a recommendation that an expert on governance matters be retained and that candidates 
were already being considered to provide such instnicdon. It was agreed that the Governance Committee 
should continue to oversee this process. Whereupon, a motion was made and duly seconded, and it was 
nnanimously: 

RESOLVED: "That the Chief Compliance Officer is hereby authorized and Erected to develop 
as soon as possible for review and approval by the Governance Committee a 
curriculum for training new directors and retraining experienced directors to 
further the program currently , being administered by the Governance 
Comnuttee-" 

The next three resolutions concerned transactions between the Company and its directors or 
officers. The Chairman explained that ttic resolution that defines a material transaction under the rules 
that apply to a public company, means a transaction of at least $60,000. The Chairman expressed his 
concern that flexibility be retained for the company to act quickly and that a special rule be added to 
modify the resolutions by adding one further provision. He explained that the Chwrman customarily gave 
ten days notice of a special Board meeting, alOiough the By-laws only required five days reasonable 
notice. He noted that there will be times when it will not be convenient to give the customary ten days 
notice for a meeting. He proposed the following resolution: 

RESOLVED: **Thal where the Chairman designates a transacticm as requiring immediate action, 
action may be taken at a meeting called upon 48 hours notice so long as at least 
three independent directors are present" 

Whereupon, after discussion, a motion was made to adopt the resolutions as modified and was 
duly seconded, and it was unanimously: 

RESOLVED: "That any proposed material transaction between ULLICO and any Director or 
Officer of ULLICO be first reviewed and considered by an existing committee or 
committees of die Board of Directors as the Chairman of the Board of Directors 
deems appropriate, which committee will provide the Board of Directors with a 
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descriptive recommendation of the rationale and business vainc of the proposed 
transaction before the Board takes final action." And, be It 



FURTHER 
RESOLVED: "That any proposed material transaction between ULLICO and any Director or 
Officer of ULUCO must be finally approved by the full Board of Directors." And, 
be it 

FURTHER . A r^ 

RESOLVED: *That for purposes of the foregoing resolution, a transaction shall be deemed to be 
material if such transaction would, in the judgment of ULLlCX>*s counsel, be 
requked to be disclosed in the Company's proxy statement if the Conq>any would 
be required to file such proxy statement with the Securities and Exchange 
Commission were it a public company " And* be it 

FURTHER 

RESOLVED: 'That at any time that the Channan of the Board of Directors deems it necessary 
that a material transaction be reviewed by the Board of Dixectors. he may call for a 
meeting of the Board of Directors to review such transaction upon two days notice 
given in accordance with the By-Laws of the Company." And, be it 

FURTHER 

RESOLVED: **That to give effect to the foregoing resolution and all other resolutions adopted at 
this meeting of the Board of Directors relating to corporate governance, the 
Governance Committee is hereby authorized and directed to submit to the Board of 
Directors for its approval such amendmei»ts to the By-Laws as they and Company 
Counsel may determine to be necessary to give effect to such resolutions." 

The next resolutions address disclosure of compensation practices and compensation of directors 
and officers. Disagreement with the proposed exception from disclosure of compensation infonnation for 
a business reason was voiced by several directors. Also, a concern was expressed that the resolution 
should direct disclosure specifically in the Shareholders Report as weU. Whereupon, a motion was made 
and duly seconded, and it was unanimously: 

RESOLVED: **That ULLICO' s officers who are responsible for the preparation of the 
Company's annual proxy statement shall undertake to disclose in the proxy 
statement and in the annual Shareholders Report any significant transaction 
between ULLICO and any of its Directors, Officers or oUier affiliates that 
occurred during the fiscal year ending prior to the issuance of the proxy 
statement if such transaction would have been required to be disclosed in tiie 
Conqjany's proxy statement or Shareholders Report if the Company would be 
required to file such proxy statement or Shareholders Report witii the Securities 
and Exchange Commission were it a public company.** And, be it 

FURTHER 

RESOLVED: *That the Executive Committee is hereby authorized and directed to prepare 
annually a statement of the Company's philosophy with respect to the 
compensation of Officers and Directors tiiat shall be included in the annual 
Shareholders Report and that the Officers responsible for the preparation of the 
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annual Shareholders Report shall include iheiein information with respect to all 
types of compensatJOB paid to its Directors and Executive Officeis." 

The Chainnan explained that the next subject addressed by the Special Committee proposed 
consideration of a change to the Board stnictoie, creating a 15 member Board of Directors and a 
Consultative Board, who will undertake to share their counsel with the Board but wiU not have the legal 
responsibilities or liabilities of directors. The Chairman noted that some thought along these lines was 
discussed at the Corporate Governance Committee. The Chainnan further noted that the Corporate 
Governance Committee had also considered whether some of the directors might be better utilized servmg 
as a director of one of the subsidiary companies. Whereupon, after discussion, a motion was made and 
duly seconded, and it was unanimously; 

RESOLVED: **That the Chakman of the Hoard is hereby authorized and directed to consider the 
appointmenl of cunent Directors who have such strengths and experiences that 
would be particularly beneficial to certain subsidiaries of the Company to the 
boards of such subsidiaries." And, be it 

PUR'J^^ER . . ^.. . ^ 1 J 

RESOLVED: "That the Governance Committee is hereby authonzcd and directed to develop and 

■ prepare for approval by the Board amendments to the Company*5 By-Uws that 

would effectuate the recommendations of the Special Committee with regard to 

the Consultative Board and the Executive Board and that would be phased m 

over a period of three to five years.** 

The Chainnan explained that Governor Thompson's staff questioned whether the Board should 
have so many of its directors from the labor movement Prcsenay. the by-laws provide for two-thirds of 
the board members to be from the labor movemwit The Special Committee agreed with the present 
stracture and rejected requiring the directws be persons outside the labor movement The Comnnttee did 
urge that the Company look for candidates vrith the special expertise it may need. Whereupon, a motion 
was made and duly seconded, and it was unanimously: 

RESOLVED: "That the Chairman of the Board is hereby authorized and directed to act in 
conjunction with the Nominating Committee to identify and recruit individuals 
with spedal expertise to serve on the Board or boards of subsidiaries of the 
Company." 

The next recommendation supports what the Company is already doing, which is appointing 
directors who do not depend upon the Company for their employment income. The Special Coraimttcc 
has detenmned that the majority of directors should be persons other than an officer or employee of the 
company or its subsidiaries or any other individual having a relationship that would interfere witii the 
exercise of independent judgment in carrying out the responsibiUUes of a director. This was discussed in 
the Corporate Governance Committee previously. The Chairman noted that its directors come from the 
labra^ movement, and the fact that their unions and benefit funds may be customers does not make them 
lack independence. Whereupon, after discussion, a motion was made and duly seconded, and it was 
unanimously: 

RESOLVED: "That the Governance Committee is hereby authorized and directed to include in 
the governance guideUncs that it has been directed to develop a requirement that 
at least a majority of the Directors of the Board be independent" 
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The Special Committee further recommended that there should be at least four directors* 
meetings each year. Whereupon, a motion was made and duly seconded, and it was unammously: 

RESOLVED: "That the Governance Commhtcc is hereby authorized and directed to submit to 
the Board of Directors for its approval an amendment to the By-Laws to 
effectuate the determination of the Special Conmiittee that the new Executive 
Board, when created, shall meet at least four times annually,** 

Next, the Special Committee proposed that the Board give prior approval of the Chairman's 
nominations of director to committees. The ChaiiiDan noted that he had no objectiott to this suggcstjoa. 
Whereupon, a motion was made and duly seconded, and it was unanimously: 

RESOLVED; "That the Chairman of the Board of Directors shall submit the names of proposed 
committee members to the independent members of the Board of Directors or a 
committee of independent members of the Board of Directora for thctr prior 
approval" 

The Special Committee proposes that the Chief CompUance Officer should develop, as soon as 
possible, charters for the Governance, Audit, Coiiq)ensation and Nominating committees. Tbe Chairman 
Slated that he concuired with this. Whereupon, a motion was made and duly seconded, and it was 
unanimously: 

RESOLVED: 'That the Chief Compliance Officer is hereby authorized and directed to develop 
for review by the Governance Committee, before submission to the Board of 
Directors for theff approval, charters for the Governance, Audit, Compensation 
and Nonrinating Committees that shall address the structure and function of the 
committees, compensation of Board and committee members, frequency of 
meetings, responsibilities, delegated authority, a method to seek advisors as 
needed to fulfill responsibilities, a periodic review of the comnuttces* 
accomplishments and failings and remedial actions as necessary to strengthen Uje 
committees* perfwrnances," 

The Chairman presented the next resolution to authorize staffing as appropriate for Committees. 
Whereupon, a motion was made and duly seconded, and it was unanimously; 

RESOLVED- "That the Chairman is hereby authorized and directed to cause the Connpany to 
provide support staff to the Board of Directors, the Goveraance, Audft, 
Compensation and Nominating Committees and each other committee of the 
Board of Directors, and each such committee shall be required to maintain 
minutes and thdr files and to regularly report to the Board of Directors;* 

Continuing in the presentation of the resolutions regarding Committees, the Chairman presented 
the next resolution that proposed a restriction regarding membership of the Audit Committee so that no 
director employed by the company should serve on that committee. 

RESOLVED: "That the Governance Committee is hereby authorized and directed to include in 
the governance guidelines that it has been directed to develop a provision that the 
Audit Committee be composed solely of independent directors.** 
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The Cbainnan explained that the Governor recommended that the Board evaluate wh^hcr 
directors should rotate committee work. The Chairman noted that while there is some merit to that view^ 
there is an experience cost in doing so. The Special Committee has stated its concern that rotation of 
committee assignments may adversely affect the development of Director expertise, and the coimnittees 
are better served hy experienced Directors. Whereupon, after discussion, a motion was made and duly 
seconded, and it was unanimously: 

RESOLVED: *That the Governance Committee is hereby authorized and directed to include in 
the governance guidelines that It has been directed to develop a provision that in 
determining committee assignments, the comnattecs arc better served by 
experienced directors and mandatory rotation of directors shall not be required." 

Furthering the authority of Committees to act independent of management, the Special 
Committee proposed to delegate authority directly to the Audit and Compensation committees to obt^n 
independent guidance. The Chairman recommended adoption of this proposal noting that this should 
alencc critics who always see colhision among advisors and management. Whereupon, a motion was 
made and duly seconded, and it was unanimously: 

RESOLVED: "That the Audit and Compensation Committees are hereby authorized to engage 
such independent advisors as they may deem appropriate, and the fees of such 
independent advisors sbaU be paid for by the Company and the Company sbaU 
engage such advisors as it may deem appropriate for the other conunittees upon 
thdr request" 

Next, the Chairman noted that there was concera that a few directors do not have good attendance 
records. This has been critidzcd and the Special Committee is proposing a rule similar to one ^scussed 
at the Corporate Governance Committee that if a director misses three consecutive meetings without a 
good excuse, he should be dismissed as a director. Whereupon, a motion was made and duly secondedi 
and it was unanimously: 

RESOLVED: "That the Governance Committee is hereby authorized and directed to include in 
the governance guidelines it has been directed to develop a provision that 
Directors shall not, absent legitimate excuses, fail to attend three consecutive 
meetings, and such committee shall prepare a proposed By-Law for approval by 
the Board to inclement such provision." 

The Chairman noted that the Board had ^scussed the need for a diverse board of directors before 
and the need for spedal financial expertise. Whereupon, a motion was made and duly seconded, and it 
was unanimously: 

RESOLVED: *That Governance Committee is hereby authorized and directed to include in the 
governance guidelines it has been directed to develop and in the charter for the 
Audit Comimttec provisions requiring that at least one member of the Audit 
Committee have professional expertise in accounting or finance " 

The Chairman next presented the final proposed resolution. He explained that while the last resolution 
looks straightforward and reasonable he thought there were hidden difficulties with it and recommended 
that it be modified or refened to the Corporate Governance Committee. He explained, as an example, 
that the use of a Company credit card might be viewed as a loan. The advance payment of legal fees 

7 
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where there is an expected right to indemnification might be argued t be a loan. He suggested that the 
Corporate Govcmance Committee review this with counsel more closely. In the alternative, the 
Chairman suggested that the resolution should provide as follows: 

RESOLVED: "That the Company shall not provide loans to or arrange fmandng for ULUCO's 
officers and directors except upon recommendation of the Chairman with Board 
approval" 

Whereupon, after discussion, a motion was made and duly seconded to adopt the resolution as 
made by the Chairman and it was: 

RESOLVED: 'That the Governance Committee is hereby authorized and directed to develop for 
approval by the Board of DircclOTS gradelines that would govern the provision of 
loans to, or the arrangement of loans for, Officers and Directors and that would 
specify the types of loans to which such guidelines would be applicable,* 

The Chairman thanked the Board for its attention. Further, the Chairman thanked the Special 
Committee for its services and noted that its work was now complete. The Board applauded the members 
of the Spedal Committee. 

Finally, the Chairman noted' that counsel has begun the process of meeting with regulators. The 
Chairman asked that the meeting be continued for further deliberations until AprU 16, 2003 at 11:00 a.m., 
when the Board could rc-assemble to obtain an update of legal proceedings and actions being taken by 
management to address the current challenges faced by the Company, and prepare for the shareholders' 
meeting. Whereupon, witij agreement, the meeting was continued untU April 16. 2003 at 1 1:00 a.m. 

Teresa E. Valentine 
Interim Chief Legal Officer 
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MEETING OF THE BOARD OF DmECTORS 

OF 

ULLICO INC 

May 13. 2003 

Laborers' Internatiimai Union 

WasJii»gton»D.C. 



ATTENDEES: 



DIRECTORS 

William G. Bernard 

Marvin h Boede 

Dana A. Brigham 

Billy L Casstevens 

John T. Dunlop (via pbonc) 

John J. Flynn 

James A. Giogan 

James Hcczko 

Joseph Hunt 

Frank D- Hurt 

EarU. Knisc 

James La Sala 

Maidn J, Maddalwii (via phone) 



Joseph F. Maloney 
James F, M. McNully 
AbncT Mikva (via phone) 
Lenwe ^filler 
Jeremiah J. O'Connor 
Terence M O'SulUvan 
James H. Rankin 
Richard Ra^^tch 
Viucent R. Sombrotto 
Edward C, Sullivan 
l^cfaadL Sullivan 
George Tedeschi 
Richard L-Truinka 



ABSENT: 
Morton Bj^ 



Alexis Herman 



Daniel A. Ninivaggi, Esq,, Winston & Strewn 
Stephen J. Scnderowitz. Esq.. Winston & Strawn 
Gov. James R, Thompson, Winston & Strawn 
Robert W- Tarao, Esq., Winston & Strawn 
Megan Bushor, Winston & Strawn 



OTHERS: 

William Bergfeld, Assistant to the Chainnan & CEO 
Theodore T. Green, Counsel to the Chairman & CEO 
Janice Knccland, Assistant to the Charman & CEO 
Damon Silvers, Counsel to the Chairman and CEO 
Teresa K Valenlinc, Vice }>residenl & Interim Chief 
Legal Officer 

The Chairman began the meeting by introducing from Winston & Strawn Governor James 
Thompson Steve Scndcrowitz and Dan Ninivaggi, UlilCO's special counsel. The Governor tfc^ gave a 
presentation on the Report of Special Counsel (the "Report"). The Board members were provided a 
summary of the presentation. 

After the presentation, the Board members were given the opportunity to ask the Governor and 
his team questions- A discussion ensued on various issues related to the Report. Rich Tnimka expressed 
his view thai the Board^s duty was to ULLICO and that he believed there was no choice but to seek 
remedial action if the Board reached a finding of breach of fiduciary duty. He also asked if the Board 
would be in breach of its fiduciary duty if it did not seek the return of profits from the directws and 
officers Governor Thompson stated that be could not give a flat answer. Attorney Niravaggi. m 
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addressing some of Mr. Tmmka's other questions, stated that under the facts of this casc» there is not a 
reasonable degree of certainly that the business judgment rule would apply to the directors. 

Lenore Miller expressed the following concerns: possibility of Governor Thompson's conflict of 
interest since he serves on the review board of a union that is a large ULLICO shareholder, omission of 
fact that unions represented on this board had used the discretionary repurchase program over the years 
and therefore, were certainly aware of its existence; profit made by all unions participating in ULUCO 
investment; the variance between Thompson Report and two other reports (Sidley Austin and Hanks) 
regarding purchases and sales of shares in 1998. 1999, and 2000 that also had been considered by the 
Special Committee. She also expressed her view that the acceptance of some of tlie recommendations of 
the Special Counsel will resuh in other tiugation. Governor Thompson responded that the Spedal 
Counsel did not begin the investigation with a prosecutorial view or an end objective in mind. The 
Governor also stated that he wished the Report had been released sooner as important parts of the Report 
were exculpatory. 

Bill Casstevens, Marvin Boede, Bill Bernard and Lenore Miller expressed their belief that the 
Boaid should hear from Tom Green of Sidley, Austin, Brown and Wood ("Sidley") regarding Sidley's 
report. Lenore Miller made a motion that the Board first hear from Sidley before voting whether to 
accept the Special Counsel's Report The motion was seconded, a vote was taken and the motion was 
defeated by a vote of 11 to 15. 

A resolution was then distributed to the Board members regarding Governor Thompson's 
findings and the return of profits to the Company, Messrs. Maloney and Bernard stated that the resolution 
appeared to be in conflict with the Report of the Special Committee. Attorney Silvers explained that this 
new Board was tree to adopt a different position and the resolution if it saw fiL 

A discussion then ensued regarding indemnification of directors. Attorney Silvers explained that 
the Directors are indemnified under the Company's By-laws to the extent Maryland law provides for 
indemnification. Silvers pointed out further that if a director was removed from the Board and then sued 
the Company, that director would not be entitled to recoup the costs of that litigation from the company 
under the By-Laws. He also stated that the resolution just passed on the return of profits was not in itself 
a finding of intentional misconduct nor that the Company would defmitely pursud action against any 
director refusing to repay his profits. 

Bill Bernard staled that he and others who had participated in the slock transactions bad relied on 
outside experts and had done no wrongdoing. 

Mr. Casstevens requested the following be added to these Minutes: "I stated that I believed that 
everyone in the room would have voted on the stock purchase program the way we did based upon the 
facts that were before the Board at that time. Outside financial experts developed the program. Outside 
lawyers drafted ail the resolutions we voted on and never raised a question much less a red flag about 
anything being improper. UUJCO had implemented the identical program several times before, with 
absolutely no questions or complaints." 

A motion to approve the resolution on the return of profits was made and seconded. A voice vote 
was taken. The resolution was approved by a vote of 14 to 8, with 3 abstentions and one recusal. 



Morton Bahr 
William G- Bernard 
Marvin J. Boede 


Absent 
No 

No 


Joseph F. Maloney 
James RM.McNulty 
Abner Mikva 


No 
No 
Yes 


Dana A, Brigham 


Yes 


Lenore Miller 


No 
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Billy i. Casstevens 
John T. Dunlop 
JohnJ-Flynn 
James A. Grogan 
Alexis Hennan 
James Heczko 
Joseph Huot 
Frank a Hurt 
EarU*Kmsc 
James la Sala 
Martin J. Maddaloni 



No 


Jeremiah J. O'Connor 


Yes 


No 


Terence M^O'SulUvan 


Yes 


Yes 


James H- Rankin 


Yes 


Yes 


Richard Ravitch 


Yes 


Absent 


Vincent R. Sombrotio 


Abstain 


Yes 


Edward CSuUivan 


Yes 


Recuse 


MkhacU- SuUivan 


Yes 


Yes 


George Tedeschi 


Abstiun 


No 


Richard L. Trumka 


Yes 


Abstain 






Yes 







This fully reflects, in accordance with his written statement, that Professor Dunlop voted in the 
negative. The resolution is as follows: 

WHEREAS, on April 29, 2002, the Board of ULLICO Inc. appointed former Illinois 
Governor James Thompson as Special Counsel to investigate a number of issues relating to stock 
transactions by UULICO Inc. officers and directors. And, 

WHEREAS, on November 30, 2002, Governor Thompson made his report available to 
the Board of Directors of ULLICO Ina 



Now, therefore, be it 



RESOLVED: 



"That ULLICO Inc. shall ask present and fonnu^ directors and officers who 
profited from sales of ULLICO stock purchased in 1998 and 1999 to return those 
profits, as set fcMlh in Governor Thompson's first reme^al recommendation/* 
And, be it 



FURTHER 

RESOLVED: 



"'That should any of the above named individuals not make satisfactory 
arrangements with the Company to repay the above stated monies within thirty 
calendar days, the Company take whatever steps are necessary to remove those 
individuals from any positions they hold with the Company. The Company shall 
reserve its rights to take additional steps as may be in the best interests of 
ULLICO Inc. at that time to recover the monies involved from such individuals." 
And, be it 



FURTHER 

RESOLVH): "That the Board shall review the transactions and policies described by 

Governor Thompson in remedial recommendations 2-6 of Governor Thompson's 
report to the Board, as recomnaended by Governor Thompson." And, be it 



FURTHER 
RESOLVED: 



"That the Company shall take whatever steps are necessary and appropriate to 
determine the liability of providers of professional services to the Company 
related to the transactions examined by Governor Thompson and to recover any 
monies owed to the Company from said providers." 
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The Chainnan then stated that he was enlisting staff from other organizatioDS to assist him, 
specifically Ted Green, Bill Bergfeld and Janice Kneeland from the Laborers* Intemalionai and Damon 
Silvers from the AFLaO. The Chainnan explained that the activity of attoraeys and other professionals 
working on behalf of the Company was frozen until a review is taken and a decision is made wbelbcr they 
should continue their services. A motion was made to accept the assistance of these in<fividuals. The 
motion was seconded and unanimously approved. 

A resolution was presented regarding committees of the Company. 

The Chairman requested the appointment of a Nominating Committee. Whereupon, a motion 
was made, seconded, and it was unanimously approved that: 

WHEREAS, in accordance with Article VI, Section 1, of the By-taws of ULUCO Ina, it 
ts necessary to appoint a Nominating Ccwnmittee to nominate candidates for election as Directors 
at the 2004 Annual Meeting of Stockholders. This appointment is submitted for approval as 
required by the Corporation's By-laws. Therefore, be it 

RESOLVED: "That a Nominating Committee consisting of Dana A. Brigham, Terence M. 
O' Sullivan, George Tedeschi, Vincent R- Sombrotlo, and James H. Rankin be 
hereby appointed.^ 

The Ch^rman then requested the appointment of a Proxy Committee. Whereupon, a 
motion was made, seconded, and unanimously approved that 

WHEREAS, in accordance with Article VI, Section J, of the By-laws of XJUJCO Inc. it 
is necessary to appoint a Proxy Committee to serve on behalf of the Stockholders in connection 
with the elecdon of Directors and such other matters as may be brought befoie and acted upon at 
the 2004 Annual Meeting of Stockholders. This appoinimeDt is submitted for approval as 
reqmred by the Corporation's By-laws. Therefore, be it 

RESOLVED: "That a Proxy Comnuttee consisting of Terence M, O' Sullivan, Earl J. Kruse, 
and John T. Dunlop be hereby appointed, with the Comimttee to have full power 
of substitution in the event a member or members of the Committee become(s) 
unable to serve." 

Next, the Chainnan requested the appointment of a Compensation Committee for 2003. 
Whereupon, a motion was made, seconded and unanimously approved that: 

WHEREAS, in accordance with Article VI, Seaion I, of the By-laws of ULUCO Inc., it 
is necessary to appoint a Compensation Committee. The Conmiittee has authority to act on all 
matters concerning compensation of officers with the approval of the Executive Committee and 
the compensation of other employees of the Corporation and its subsidiaries and affiliates under 
common control, including all current and deferred compensation, ai>d inchi^ng the award and 
tixing of current compensahon, and establishment and administration of all plans, prc^rams, and 
agreements relating to compensation. This appointment is submitted for approval as required by 
the Corporation's By-laws. Therefore, be it 

RESOLVED: "That a Compensation Committee consisting of Abner Mtkva, Terence M. 
O'Sullivan, and Michael J. Sullivan be appointed, and that they be hereby 
authorized to exercise all the powers of the Board of Directors, in all matters 
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concemtBg the compensation of officers with the approval of the Executive 
Comniittee and the compensation of other employees of the Coiporation, aad its 
subsidiaries and affiliates under common control, tnctuding the award and fixing 
of current compensation, and the establishment and administration of all plans, 
programs, and agreements relating to compensation." 

The Compensation Committee will report to the Board of Directors. 

The Chairman then requested the appointment of a Business Evaluation and Regulatory and 
Litigation Oversight Committee, Whereupon, a motion was made« seconded, and unanimously approved 

that: 

WHEREAS, in accordance with Article VI, Section 1, of the By-laws of ULUCO Inc.. it 
is necessary to appoint a Bu^ness Evaluation and Regulatory and Litigation Oversight 
Committee. The Committee will be divided into two Sub-Committees. And, 

WHEREAS, the Business Evaluation Sub Committee WiU have full authority to evaluate 
ibe business lines of ULLICO Inc. and its subsidiaries. This appointmem is submitted for approval 
as required by the Corporation's By-laws. Therefore, be it 

RESOLVED: "That a Business Evaluation Committee consisting of James Heczko, Richard 
Ravitch, Jos^b Hunt, and Frank D. Hurt be appointed, and that they be hereby 
authorized to address all matters concerning the business lines of ULLICO Inc. 
and its subsidiaries subject to the approval of the Board." 

The Chairman then requested the appointment of a Regulatory and Litigation Oversight Sub 
Committee. Whereupon, a motion was made, seconded, and unanimously s^proved that: 

WHEREAS, the Committee will have full authority to deal with regulatory and special 
litigation issues facing ULLICO Inc. and its subsidiaries. This appointment is submitted for 
approval as required by the Corporation's By-laws. Therefore, be it 

RESOLVED: "That a Regulatory and Litigation Oversight Sub Conmniiaee consisting of Abner 
Mikva^ Edward C. Sullivan, Alexis Herpian, and Morton Bahr be appointed, and 
that they be hereby authorized to address all matters concerning regulatory and 
litigation issues facing ULLICO Inc, and its subsidiaries subject to the approval 
of the Board." 

Next, the Chairman requested the appointment of a Corporate Govern ance Committee. 
Whereupon, a motion was made, seconded, and unaiumously approved that: 

WHEREAS, in accordance with Article VI, Section 1, of the By-laws of ULUCO Inc., it 
is necessary to appoint a Corporate Oovemance Committee. This appointment is submitted for 
approval as required by the Ccwporation's By-laws. Therefore, be it 

RESOLVED: That a Corporate Governance Committee consisting of Lenorc Miller, Abner 
Mikva, Terence M. O'SuUivan, Richard L. Trumka, John J. Flynn, Jeremiah J. 
O'Connor, and Michael J. Sullivan be hereby appointed." 

The Corporate Governance Committee will report to Uw Board of Directors- 
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The Chainnan stated that these Committees would start work immediately, 

James La Sala then stated he would beretiring from the Board effective June 30, 2003. The 
Chainnan thanked him for his dedication and his life long commitment to organized labor. 

A paper was distributed listing potential dates for future Board meetings. Board roembets were 
asked to choose dates based on their availability, 

Tliere being no further buaness to conduct the meeting was then adjourned. 




EdwaniJC- Sullivan 
Secretffly-Treasurer 
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